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TAGS: EFIN.UK 

SUBJECT: POSSIBLE IMPACT OF VOTE OF CONFIDENCE ON 
STERLING AND ECONOMIC POLICY 

1 . FOREIGN EXCHANGE MARKETS EXPECT A NERVOUS PERIOD UN- 
TIL WEDNESDAY S VOTE OF CONFIDENCE. IF VOTE GOES 
AGAINST THE GOVERNMENT. THEY THEN EXPECT AT LEAST A FUR- 
THER NERVOUS FOUR WEEKS OR SO, UNTIL A NEW GOVERNMENT IS 
FORMED. 

2. STERLING FELL THIS MORNING ON HEFTY SALES OF STER- 
LING FROM U.K. OPERATORS, TAKING RATE TO $1.7150 RANGE. 
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ON THE OTHER HAND, LARGE OPERATORS ON CONTINENT HAVE NOT 
BEEN SEEN DRAT. TNG PROFESSIONALLY AGAINST STERLING. MAR- 
KET OPERATORS ESTIMATE BANK OF ENGLAND SPENT OVER $100 
MILLION SUPPORTING STERLING THIS MORNING; BANK OF ENGLAND 
SOURCE SAYS BANK SEES NO REASON FOR A FUNDAMENTAL CHANGE 
IN ITS APPROACH TO STERLING, ADDING "AFTER ALL, WE ARE 
STILL TIED TO THE IMF". 
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3. FINANCIAL ATTACHE HAD CONVERSATION WITH SENIOR HM 
TREASURY CAREER OFFICIAL ON POTENTIAL IMPACT OF WEDNES- 
DAY'S VOTE OF CONFIDENCE ON THE MARCH 29 BUDGET, ON THE 
APRIL DEVELOPMENT COMMITTEE AND INTERIM COMMITTEE SES- 
SIONS. AND ON U.K. ECONOMIC POSITIONS AT THE MAY SUMMIT. 
SOURCE WAS APPROPRIATELY DISCREET, BUT SPECULATED THAT 
IF LABOR WINS THE VOTE. HE SEES NO CHANGES FROM WHAT 
WOULD HAVE BEEN THE EXPECTED U.K. POSITIONS. IF LABOR 
LOSES THE VOTE, IT WOULD REMAIN TO BE SEEN IF CHANCELLOR 
WILL GO AHEAD WITH HIS SCHEDULED MARCH 29 BUDGET, WHICH 
IF PRESENTED ON SCHEDULE COULD BE MORE POLITICAL IN TONE. 

4. SHOULD CONSERVATIVES FORM NEW GOVERNMENT, HM TRSEAURY 
WOULD EXPECT TO SEE SOME CHANGES IN THE NEXT BUDGET, BUT 
MORE A MATTER OF NUANCE. IMF LETTER OF INTENT REDUCES 
FREEDOM OF ACTION. SOURCE THOUGHT IT UNLIKELY THERE 
WOULD BE CHANGES IN U.K. INTERNATIONAL FINANCIAL POLICY. 

NOT MUCH SUBSTANTIAL HAS BEEN SAID OR RAISED BY CONSERVA- 
TIVES ON RELATED POINTS DURING QUESTION TIMES IN THE 
HOUSE, NOR HAVE ANY MAJOR POSITIONS BEEN CHALLENGED. 

THESE ISSUES ARE NOT IN THE FOREFRONT OF THE CONSERVA- 
TIVE PARTY'S AGENDA. CONVERSELY. SOURCE CONSIDERED A 

NEW GOVERNMENT WOULD HAVE TO GIVE ABSOLUTE PRIORITY TO 
DOMESTIC MATTERS, I.E., INCOMES POLICY, BUDGET, AND 
ECONOMIC PERFORMANCE, RESULTING INITIALLY IN A MORE 
MUTED U.K. VOICE IN INTERNATIONAL ECONOMIC AND FINANCIAL 
DISCUSSIONS. 
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